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18) VGEOB-01-04/17-0887 V- 4024 9

**** AGENDA ATTACHED
BENNY WAMPLER: Okay, we’ll go ahead and get

started. Good morning. My name is Benny Wampler. I'm
Deputy Director for the Departnent of Mnes, Mnerals and
Energy and Chairman of the Gas and Ol Board; and I’11 ask
the Menbers to introduce thenselves starting with M.
Mtchell.

KEN M TCHELL : My name is Ken Mitchell. I'm a

citizen nmenber of the Gas and G| Board.
MAX LEW S: Max Lewis from Buchanan County. I'm a
public nmenber.

SANDRA RI GGS: Sandra Riggs fromthe Ofice of the

Attorney General, here to advise the Board.

CLYDE KING d yde King from Abi ngdon. Wl cone to

snow. I’'m a member...I’'m a public member.

BOB WLSON: I'm Bob Wilson. I’m the Director of

the Division of Gas and G| and Principal Executive to the
staff of the Board.

BENNY WAMPLER: The first item on today’s agenda is

the Board will receive a quarterly report on the Board’s
escrow account that is adm nistered by First Union Bank, the

escrow agent for the Board. Bob, did you...you handed out a
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copy if you want to---.

BOB WLSON: Yes. 1I’ve given a copy of this to each

menber of the Board. And very briefly, for the record, the
begi nni ng bal ance as of the first of the quarter, which was
the first of year, of course, was $4,667,283.05. During the
quarter, the total deposits of $635,126.51 were placed in the
account. It drew interest in the amunt $66,699. There were
fees of $30,000 renmobved. These were bank fees and this was
for two quarters. This was for the |last quarter of 2000 and
the first quarter of 2001, and adjustnents to the account of
$1,416.19, leaving a final balance as of the end of the first
quarter $5,337,692.37. As you know, this is a noney narket
account. So, we’re not dealing with investments here, but

t he annual percentage yield has declined from®6.10 in January
to 5.27 in March with the narkets. W anticipate having the
escrow agent in July to give the next quarterly report and at
the sane tine, there will be disbursenent reports and such as
that to attend to. |If anybody has any questions regarding
the status of the account, I’'1l1 be glad to try to answer

t hem

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

KEN M TCHELL: One question, M. Chairmn
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BENNY WAMPLER: M. Mtchell ?

KEN M TCHELL: | noticed there was an erroneous

deposit on page two, $407.3...not that $407 is a great
portion of $5,000,000, but can...I’ve never seen an erroneous
deposit. Can you tell ne what an erroneous is?

BOB WLSON: Yes, sir. These...that was a deposit

that was put into an account that did not have a proper VGOB
nunber and under our instructions, they sent that back to the
conpany and basically refunded it to them [t was put into

t he account by m st ake.

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Thank you, Bob. The next two itens

are petitions from Equitable Producti on Conpany, dockets
nunber VGOB-00-11/21-0848 and VGOB-00-12/19-0851. There’s a
request to continue those to My.

JIM KI SER: That’s fine. You got a letter from Mr.
Swartz and we’ve all agreed to that.

BENNY WAMPLER: Ckay.

JIMKISER In fact, naybe we can just run through
now all the ones we’re going to continue.

BENNY WAMPLER: Okay. If you’ll just state your

name for the record, please.
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JIMKISER: Oh, I'm sorry. Wait just a second. Mr.
Chai rman and nenbers of the Board, JimKiser on behal f of
Equi t abl e Producti on Conpany.

CRYSTAL STUMP: I’'m Crystal Stump on behalf of

Buchanan Producti on Conpany.

JIMKISER Ckay. And I think you probably
received a copy of Crystal and Mark’s letter dated April the
6'", and we’ve been having some meetings concerning these
wells and we’ll continue to have them and hopefully we’ll
have everything worked out before the May hearing. But being
that Mr. Swartz is in England, I guess, we’ve agreed to

continue item nunber two, which by the way, we have gotten

our QGuardi an-Ad-Litemon our inconpetent. So, we wll be
ready to go forward in May at least in that respect. Item
nunber three and---.

CRYSTAL STUWP: |tem nunber nine as well.

JIMKISER |tem nunber nine.
CRYSTAL STUWP: All three of those will need to be

continued to May and they should be either resolved or ready
to be presented to the Board at that tine.

JIM KI SER  And then apparently...M. WIlson called
me regarding item nunber ten and apparently M. Henry

Keul i ng- Stout call ed and asked that one be continued. W
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were ready with the escrow anounts for you on that Tract 12,
but that’s fine. Do you want---7?

SANDRA RI GGS: Do we have a witten escrow report on

t hose?

JIMKISER Do you have a witten escrow report?
Vell---.

SANDRA RI GGS: An accounti ng?

JIMKISER | can send you a copy of what Equitable
sent ne.

SANDRA RIGGS: Ckay. | think that would help if we
got that on up through...l think the three part letter

requested that the accounting be provided in advance of the
hearing. So, as soon as we can get that and get up to the
escrow agent - - -.

JI M KI SER  Ckay.

SANDRA RIGGS: ---so0 they can get reconcil ed.

JIMKI SER: T haven’t got the three part letter. Do
you send it directly to the operator?

SANDRA RI GGS:  Yeah.

JI M KISER: Okay. It’s $172.00

BOB W LSON: Excuse me, that’s...is that...that’s on

t he P-308?

JIMKISER Yeah. This is an internal escrow.
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BOB W LSON: Yeah, all of this is internal---.

JI M KI SER Yeah.

BOB WLSON: ---escrows. There is no escrow

account at the bank and the Board Order specified that is be
escrowed by the company. So, the bank, I don’t think is
involved in this.

BENNY WAMPLER: Okay. So, that one’s ten and

eleven...itens ten and el even are continued...a request for a
conti nuance?
JIMKI SER: Ten. I don’t know about eleven.

SANDRA RI GGS: Well, one of themwas an i nternal and

one of them was a bank escrow.
JIM KI SER: Eleven’s not mine.

BOB WLSON: The EH 108, which is itemeleven, is in

the escrow account and if we’re going through this, we have a
letter that we received fromthe attorney for the...sone of
the claimants, M. Henry Keuling-Stout, and he has requested
that this itembe...both of these itens, ten and el even be
continued until next nonth for nultiple reasons; one, he was
totally unable to be here at this tine; plus, he is not
satisfied that all of the accounting has been done and |
woul d agree with that. | think the noney...Virginia Gas has

done their accounting, but the people involved have not
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tal ked to each other and they have not verified this
accounting. And | talked to Brad Swanson who was here
earlier representing Virginia Gas and he says he has no
objection to the continuation of this item

JIMKISER Do you still want me to go ahead and
provi de you wi th this? Yeah, but it’s an internal escrow.

SANDRA RIGGS: | think he...l think if you send it

to M. Stout---.
JIM KI SER: St out .
SANDRA RI GGS: ---that it will---.

JIMKISER Cear matters up.
SANDRA RI GGS: ---expedite the proceedi ngs when we

do have the hearing.

BENNY WAMPLER: Yeah, I’11 go ahead and read those

other three docket numbers into the record. That’s item
number nine, it’s docket number VGOB-01-03/20-0880. [tem
nunber ten is VGOB-94-10/24-0481-02. And item nunber el even
is VGOB-93-01/19-0313-01. There’s a request for a
continuance of all of these itens. Any objection from
menbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: Hearing none, they’re continued.

JIMKISER And, M. Chairman, at this tinme, | have
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tal ked wwth Ms. Stunp and she doesn’t have any problems,
since we have only have one nore itemon the docket, which
happens to be item number eighteen, she doesn’t...she’s okay
with it if we nove that one forward to what, | guess, would
now be nunber four and then she can just run all of hers
consecutively if the Board doesn’t have any problem with
that. We are...the only known party that we’re force pooling
inthis one is a party that lives in Maryland, | believe.
Yeah, Maryland. And if you want to maybe make an
announcenent to see if she mght be here. Her nane woul d be

Loui se Schelin, S-CHE-L-1-N

DON HALL: Schel i n.

JI M KI SER: Schel i n.

BENNY WAMPLER: Any objection to noving item
ei ght een?

(No audi bl e response.)

BENNY WAMPLER: Hearing none, we’ll move...we’ll go
Wth item eighteen on the Board’s agenda. The Gas and 0il

Board will consider a petition from Equitable Production

Conpany for pooling of a conventional well unit identified as
V-4024. This is docket nunber VGOB-01-04/17-0887. We’d ask
the parties that wish to address the Board in this matter to

cone forward at this tine.

10
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JIMKISER M. Chairman and Menbers of the Board,
Jim Ki ser on behalf of Equitable Production. Qur witness in
this matter will be Mr. Don Hall. While I’'m passing out this
Revised B, I’'d ask that he be sworn.

(Wtness is duly sworn.)

(M. Kiser distributes the Exhibits.)

(O f record.)

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Mr. Hall, if you’d---
JIMKISER Are we ready, M. Chairman?
BENNY WAMPLER: Yes.

Q Mr. Hall, if you’d state your name for the
record, who you’re employed by and in what capacity?

A My name is Don Hall. I'm employed by
Equi t abl e Producti on Conpany as District Landnman.

Q And do your responsibilities include the
land involved in the unit for well V-4024?

A They do.

11
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Q And are you familiar with Equitable’s
application for the establishnent of a drilling unit in the
seeking of a pooling order for Equitable well nunber V-4024,
whi ch was dated March the 15'" of 2001?

A Yes, | am

Q Does Equitable own drilling rights in the
unit involved here?

A Yes, we do.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents and an
attenpt nade to work out a voluntary | ease agreenent made
with each of the respondents?

A Yes.

Q Okay. Let's walk you through. We’ve got
some changes. As you’ve noticed, we’ve presented the Board
wth a revised Exhibit B. At the tine the application was
filed, the | eased interest was 92...roughly 92% is that
correct?

A Roughl y.

Q And now at the tinme of the hearing, what is
the | eased interest of Equitable within the unit?

A 94. 25%

Ckay. And are you famliar with the

12
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ownership of drilling rights of parties other than Equitable

underlying this unit?

A Yes.

Q And the unl eased percentage at this tinme?

A The unl eased percentage is 5. 75%

Q Ckay. So, then obviously, subsequent to the

filing of the application you continued to attenpt to reach a
voluntary agreenent with the respondents listed in the
original Exhibit B?

A Yes, we did.

Q And could you...you did pick up, I think
three additional |eases?

A That’s correct.

Q Could you at this tinme point those out for
the Board on that revised Exhibit B?

A Tract #2 on the revised Exhibit B, the...we
had Barron Ni ckels |eased at the tinme of the application.
We’ve since...subsequently picked up Georgia Nickels, Hilda
Ni ckel s and Ada Bl umanshi ne since the application was
appl i ed.

Q Ckay. So, as we...as the situation
currently exist right now at the tine of the hearing, the

| eased interest is 94. 25% and the unl eased interest is 5. 75%

13
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A Yes.
Q And all parties that are known to the

applicant are | eased with the exception of Louise Shelin?

A Shelin. Yes, sir.

Q Shel i n.

A Yes, sSir, that’s correct.

Q Ckay. So, all the unleased parties that we

woul d ask the Board to force pool are set out in the revised
Exhi bit B?

A That’s correct.

Q Ckay, were efforts nade to determne if
i ndi vi dual respondents were |iving or deceased or their
wher eabouts, and if deceased, were efforts nmade to determ ned
t he nanes and the addresses and whereabouts of the successors
to any deceased i ndividual s?

A They were.

Q And we do have one, two, three, four
unknown, undivided interests; and were reasonabl e and
diligent efforts nade and sources checked to identify and
| ocate any unknown parties including primary sources such as
deed records, probate records, assessors’s records,
treasurers’s records and secondary sources such as telephone

directories, city directories, famly and friends?

14
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A That’s correct.

Q I n your professional opinion, M. Hall, was
due diligence exercised to | ocate each of the respondents
named in the revised Exhibit B?

A Yes, they were.

Q And are the addresses set out in the revised
Exhibit B to the application the |ast known addresses for the
respondent s?

A They are.

Q And are you requesting this Board to force

pool all unleased interests listed in revised Exhibit B?

A Yes.
Q Ckay. Are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A Five dollar bonus, a five year termand a

one-ei ghth royalty.
Q And did you gain your famliarity with these
fair market values by acquiring oil and gas | eases and ot her

agreenents involving the transfer of drilling rights in the

15
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unit involved here and in the surrounding area?

A Yes.

Q I n your professional opinion, do the terns
you have testified to represent the fair market val ue of and
the fair and reasonabl e conpensation to be paid for drilling
rights within this unit?

A They do.

Q Now, as to those parties who are...who have
not either agreed to voluntarily |l ease to Equitable or are
unknown, do you recomrend that these respondents be all owed
the following options with respect to their ownership within
the unit: One, participation; twd, a cash bonus of $5 per
net mneral acre and one-eighth of eighth-eighths royalty;
three, in lieu of a cash bonus and one-ei ghth of eighth-
eighths royalty share in the operation of the well on a
carried basis as a carried operator under the follow ng
condi tions: Such carried operator shall be entitled to the
share of production fromthe tracts pooled accruing to his
i nterest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof, or agreenents
relating thereto of such tracts, but only after the proceeds
applicable to his share equal: A) 300% of his share of such

costs applicable to the interest of a carried operator of a

16
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| eased tract or portion thereof; or B) 200% of his share of
such costs applicable to the interest of the carried operator
of an unl eased tract or portion thereof?

A Yes.

Q Do you recommend that any order provide the
el ections by the respondents be in witing and sent to the
applicant at Equitabl e Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia area code 25...1 nean, zip
code, 25328, Attention: Mel anie Freeman, Regul atory?

A Yes, sir.

Q Should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes, it shoul d.

Q Do you recommend that the order provide that
if no witten elections was properly nade by a respondent,
then such respondent should be deened to have el ected the
cash royalty option in lieu of any participation?

A Yes.

Q Shoul d t he unl eased respondents be given
thirty days fromthe date the Board is executed to file
witten el ections?

A Yes.

17
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Q | f an unl eased respondent elects to
participate, should they be given forty-five days to pay the
applicant for respondent’s proportionate share of well costs?

A Yes.

Q Does the applicant expect the party electing
to participate to pay in advance that party’s share of
conpl eted well costs?

A Yes.

Q Shoul d the applicant be all owed a hundred
and twenty days follow ng the recording date of the Board
order and thereafter annually on that date until production
is achieved to pay or tender any cash bonus becom ng due
under any force pooling order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay the
respondents proportionate share of well costs satisfactory to
the applicant for the paynent of such costs, then the
respondent’s election to participate should be treated as
havi ng been w t hdrawn and voi d?

A Yes.

Q Do you recommend that the order provide that

where a respondent elects to participate but defaults in

18
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regard to the paynent of well costs, any cash sum becom ng
payabl e should be paid within sixty days after the | ast date
on whi ch such respondent could have paid or nade satisfactory
arrangenment for the paynent of those costs?

A Yes.

Q Do you recommend that the order provide that
if a respondent refuses to accept any paynent due incl uding
any paynment due under the order or any paynment of royalty of
cash bonus, or said paynent cannot be paid to a party for any
reason or there’s a title defect in respondent’s interest,
that the operator create an escrow account for the
respondent’s benefit until the time the money can be paid to
the party or until the title defect is cured to the
operator’s satisfaction?

A Yes.

Q In this particular case, we do need an
escrow account set up to handl e the unknown interest?

A That’s correct.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q Now, what is the total depth of the proposed

wel | under the applicant's plan of devel opnent?

19
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A The well is 321...3221 feet as it is in the
appl i cation.

Q Okay. And is the applicant requesting the
force pooling of conventional gas reserves not only to
i ncl ude the designated formations but any other formations,
excluding coal formations, which may be between those

formati ons designated fromthe surface to the total depth

drilled?

A Yes.

Q What are the estimated reserves underlying
the unit?

A 400, 000, 000 cubic feet.

Q Are you famliar with the well costs for the

proposed well under the plan of devel opnent?

A Yes.

Q And has an AFE been revi ewed, signed and
submtted to the Board?

A Yes, it has.

Q And was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A It was.

Q I n your professional opinion, does the AFE

20
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represent a reasonable estimate of the well costs under the
pl an of devel opnment ?

A Yes.

Q Coul d you state for the Board at this tine
what both the dry hole costs and conpleted well costs are?

A The dry hole costs is $108, 755 and conpl et ed
well costs is $218, 655.

Q Do these costs anticipate a multiple
conpl eti on?

A They do.

Q Does the AFE include a reasonable charge for
supervi si on?

A It does.

Q In your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: | have one question. The...in your

Exhi bit B.

JIM KI SER  The original one?

21
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BENNY WAMPLER: Wel |, either one. WlIl, the one you

handed out today. Let's just go with it since it replaced
the other one. On your tract, you show Ms. M R N ckels

Estate. Are all these people heirs to the Ms. M R N ckels

Est at e.

DON HALL: That’s correct. That’s correct.

BENNY WAMPLER. Ckay. I didn’t see that on
the...identified as such on the Exhibit and he may have said.

I didn’t hear it.

CLYDE KI NG: Oh, the unknowns, is that what you’re

t al ki ng about ?
DON HALL: None unknowns. All the ones that are---.

CLYDE KING On.

DON HALL: Al of Tract 2 is the M R N ckels
Est at e.

BENNY WAMPLER: | was just clarifying that just to

make sure. | thought that was the case. Any...any other
questions from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIM KI SER: Mr. Chairman, we’d ask that the
application be approved as submtted.

BENNY WAMPLER: |Is there a notion?

22
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CLYDE KI NG So npved.

BENNY WAMPLER. Motion to approve.

KEN M TCHELL: | second.

BENNY WAMPLER: Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes?

(AI'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you very

much.
JI' M KI SER  Thank you.
DON HALL: Thank you.

CLYDE KING | have a question. Since we’ve all

noticed the increase in gas prices these days, where does
your gas go...| nean, your nethane?

DON HALL: W have two markets for our gas. The gas
in the Roaring...what we call our Roaring Fork Field goes
North into Kentucky, into the Col unbia gas system over there.

CLYDE KING |Is that the sane one that is used where

we saw the big plant there in Buchanan County?
DON HALL: I’'m not sure what plant you’re talking

about .
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CLYDE KING Well, we went up to...to the one there

i n Buchanan County and all of their gas goes into there and

it’s distributed out, right?

County.

DON HALL: The pipeline I'm talking about is in Wise

CLYDE KING Okay.

DON HALL: And it goes North into Kentucky.

BENNY WAMPLER: A di fferent conpany.

CLYDE KING It goes into Col unbi a?

MAX LEWS: In...into Kentucky. Yeah.
DON HALL: In the Colunbia system And then

our...we have a systemin...the gas that cones out of

Buchanan and Di ckenson and Russell Counties goes into the

East Tennessee Natural Gas pipeline that cones into the

pi pel i ne here in Abingdon---.

CLYDE KING Ri ght.

DON HALL: ---and it’s distributed.

CLYDE KING The old East Tennessee Gas---

DON HALL: Right, yeah
DON HALL: Yeah, | think...l believe it belongs to

Duke Energy now, if I'm not mistaken.

CLYDE KING Have you noticed the increase in noneys

com ng back to you folks in this with the increase in prices?
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I guess that’s what I'm getting to.
DON HALL: Personally...personally, I haven’t.
MAX LEW S: I don’t think you’d know anything about
t hat .

CLYDE KI NG: Where’s all of our money going? I

guess, that’s what I really want to know.

DON HALL: I haven’t noticed it personally in my
paycheck

JIMKISER Wll, I wish we would have bought

Equi t abl e stock about two years ago.

DON HALL: Yeah. Yeah, obviously, the gas
prices...the increased gas prices has...you’re seeing more
revenue fromthem

BENNY WAMPLER Ckay. Thank you. The next item on

t he agenda i s docket nunber VGEOB-93-02/16-0330-01. This is

for unit P-40. We’d ask the parties that wish to address the

Board in this matter to cone forward at this tine.
(Leslie K. Arrington distributes exhibits.)

CRYSTAL STUMP: I’'m Crystal Stump on behalf of

Pocahontas Gas. Les Arrington is going to go through this
escrow information with you all.

BENNY WAMPLER: Okay. We’ll need to get him sworn,

pl ease.
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(Wtness is duly sworn.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY M. STUMP

Q Whul d you pl ease state your nanme?

A Leslie K Arrington.

Q And for whom do you work?

A Consol Energy as a gas engi neer.

Q Wul d you pl ease go through this information

for the Board?

A Yes. W have a royalty split agreenent
bet ween Reserved Coal Properties and Ronald d yborne for unit
P-40. And what you have there in front of you have there in
front of you is our escrow bal ance sheet. It does bal ance.
And M. dyborne and the Reserved Coal Properties is in Tract
#9. As of February the 25th, the balance in the account
for...to be split would be $21, 862. 29.

SANDRA RI GGS: Les, I’ve seen Mr. Clyborne’s name

listed both corporate and individually. Howis the split

agreenent execut ed?
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LESLIE K. ARRINGTON: Ckay. It would be as an

i ndi vi dual

SANDRA RI GGS: | ndi vi dual |'y?

LESLI E K. ARRI NGTON: Unh- huh. Let nme nmke sure how

he. .. how he has signed back here.

CRYSTAL STUMP: The agreenment is signed as an

individual. There’s no corporate entity indication on the
agreenent .

SANDRA RIGGS: In sone...in sone of the units, the

Exhibit B-3 shows that the interest is held in a corporate
capacity.

LESLI E K. ARRI NGTON: Ckay.

SANDRA RI GGS: And in some it’s indicated in an

individual capacity and since we don’t have the title work,
we have to go by the exhibit that you provide.

LESLI E K. ARRI NGTON: Ckay.

SANDRA RI GGS: And | guess ny concern is, | assune

that he...he may be a closely held corporation, but we really
don’t know that. He probably either needs to provide us
with...with a split agreenent signed the way the exhibit
shows for those units where it’s held in a corporate capacity
or the exhibit needs to be revised to show that it’s held in

an individual capacity.
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spel i ngs
R---.
asking is

LESLI E K. ARRI NGTON: Ckay.

SANDRA RI GGS: But they need to be reconcil ed.

LESLI E K. ARRI NGTON: Ckay.

BENNY WAMPLER: Woul d you spell his nane?

LESLIE K. ARRINGTON: It’s C-L-Y-B-OR-NE

BENNY WAMPLER: The first nane is?

LESLI E K. ARRI NGTON: Ronal d.

BENNY WAMPLER: Okay. 1I’'ve got two different

is the reason | was asking. One is GL-AY-B-O

LESLIE K ARRINGTON: | noticed that on those.

BENNY WAMPLER: Okay. But it is GL-Y?

LESLI E K. ARRI NGTON: Yes, sir.

BENNY WAMPLER: And | think the reason Sandy was

under one it says O yborne, Inc.

SANDRA RI GGS: Ri ght.

LESLI E K. ARRI NGTON: Yes, sir. At one tine he

did...he did have it that way.

see.

MR, STREET: Ckay.

SANDRA RI GGS: This particular one, | was |looking to

(Benny Wanpl er and Sandra Ri ggs confer.)

SANDRA RI GGS: Ron, in care of First National Bank.
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LESLI E K. ARRI NGTON: Yes.

(Benny Wanpl er and Sandra Ri ggs confer.)
BENNY WAMPLER: Do you have a copy of the split

agreenent---?

LESLI E K. ARRI NGTON: | do.

BENNY WAMPLER: ---that you can present to the

Boar d?
(LESLI E K. ARRI NGTON hands the docunent to the
Board.)

BENNY WAMPLER: We’d like to receive that into

evi dence then as part of the record.

CRYSTAL STUMP: Then we’ll get that reconciled, that

i ssue between the corporate and the individual entity
reconciled and resubmt to the Board.

BENNY WAMPLER: Okay. And you’re seeking

di sbursenent of all funds as indicated in your request?

CRYSTAL STUWP: Yeah. Yes, we are.

LESLI E K. ARRI NGTON: Uh-huh. On Tract 9.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

LESLI E K. ARRI NGTON: Not on the---.

29



CRYSTAL STUMP: Not on this particul ar docket

nunber.

BENNY WAMPLER: |s there a notion to approve?

MAX LEWS: | make a notion we approve.

KEN M TCHELL: | second.

BENNY WAMPLER. The notion is seconded. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is the Board will reconvene docket nunber VGOB-91-
05/21-0119. That becones docket 91-05/21-0119-01 today for
unit P-35. We’d ask the parties that wish to address the
Board in this matter to cone forward at this time. This is
anot her royalty split agreenent.

CRYSTAL STUMP: My name is Crystal Stump and I’'m

appeari ng on behal f of Buchanan Producti on Conpany. M.
Arrington has just handed out the escrow sheet and he renains

SWOr n.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease state your nane for the
record?

A Leslie K  Arrington.

Q And for whom do you work?

A Consol Energy.

Q I n what capacity?

A As a gas engi neer.

Q M. Arrington, would you address this escrow
i nformation?

A Yes. Yes, this is for unit P-35 and again
it’s Ronald Clyborne and Reserved Coal Properties and they
have a royalty split agreenent for Tract #3 within this unit
and the total in this unit to be split would be $1,132.80 and
this is up through February the 23'® of 2001.

CRYSTAL STUWP: And, Board, we’re seeking

di sbursenent of those funds. And, again, | think that we
have the same issue as to the clarification for the Board as
to whether this is in the individual or corporate capacity
and we will submt that information to you shortly after the

heari ng.
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Boar d?

BENNY WAMPLER: Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: |s there a notion to approve?

MAX LEWS: | make a notion that we approve.

KEN M TCHELL: Second.

BENNY WAMPLER: Motion and second. Any further

di scussi on?

The next

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval for disbursenent.

itemon the agenda is reconveni ng docket VGOB-93-

04/ 21-0361 for unit O 40. This is another royalty split

agreenent for disbursenent. Today’s docket VGOB-93- 04/ 20-

0361-01.

We’d ask the parties that wish to address the Board

in this matter to cone forward at this tine.

on behal f

Arrington.

CRYSTAL STUMP: I am Crystal Stump. I’m appearing

of Pocahontas Gas Partnership. Wth ne is Les

He still remai ns sworn.
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LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease state your nane?

A Leslie K  Arrington.

Q And for whom do you work?

A Consol Energy as a gas engi neer.

Q And have you just handed to the Board the

escrow st atenent ?

A | have.
Q And did it balance with the bank’s numbers?
A Yes...yes, it did. 1In this unit, we’re

| ooking at Tract #2 for a royalty split agreenent between Ron
Cl yborne and Reserved Coal Properties. The balance in that
tract is $5,064.71 as of February the 25'"" of 2001.

BENNY WAMPLER: We have...here again, for this

individual, in this order we have himlisted two different
ways and two different addresses.

LESLI E K. ARRI NGTON: Yes. Probably Bluefield, Wst

Vi rgi nia and Washi ngt on.
SANDRA RI GGS: Wodway- - - .

BENNY WAMPLER: Wbodway- - - ?
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SANDRA Rl GGS: ---and Bl uefi el d.

BENNY WAMPLER: - --and Washi ngt on?

LESLI E K. ARRI NGTON:  Yes. Yes.

BENNY WAMPLER: We’d just like written

clarification---.

LESLI E K. ARRI NGTON: Ckay.

BENNY WAMPLER: ---that that’s one and the same

i ndi vidual and the correct spelling and the nanmes as well
as---,

LESLI E K. ARRI NGTON: Ckay.

BENNY WAMPLER. ---tying it all together as a

follow up to this.

LESLI E K. ARRI NGTON: Ckay.

CRYSTAL STUMP: We’ll get all of those

clarifications submtted to the Court and seek di sbursenent.

SANDRA RI GGS: And t he di sbursenent was which tract?

LESLI E K. ARRI NGTON: Tract #2 on---.

SANDRA RI GGS: 2.

LESLI E K. ARRI NGTON:  ---040.

BENNY WAMPLER: I n the anmount of $5,064.71 is the

request, is that correct?

LESLI E K. ARRI NGTON: Uh-huh. | m ght add back on

P- 35, the money that’s in the escrow, that’s the only tract
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in P-35 that is in escrow. So, whatever is there is to be
split.
BENNY WAMPLER: |s all the noney?

LESLI E K. ARRI NGTON: Yes.

BENNY WAMPLER: Okay. Any questions of this unit

from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion to approve?

CLYDE KI NG So noved.

MAX LEWS: | second.

BENNY WAMPLER. Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next itemis

another royalty split agreenent. This is reconvening docket
nunber VGOB-91-05/21-0120 for unit Q 35, today’s docket
nunber 91-05/21-0120-01. We’d ask the parties that wish to
address the Board in this matter to conme forward at this
tine.

CRYSTAL STUWP: Crystal Stunp, appearing on behal f
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of Buchanan Production and Consol Energy. Wth nme is Les
Arrington. He has just handed to the Board a spreadsheet for

t he escrow accounti ng.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease state your nane for the
record?

A Leslie K Arrington.

Q And by whom are you enpl oyed?

A Consol Energy as a gas engi neer.

Q Wul d you explain to the Board this

st at ement ?

A Yes. This is for unit Q 35. Again, it’s a
for a royalty split between Ronald C yborne and Reserved Coa
Properties. This is for Tract #3 and the bal ance to be split
woul d be $780.95 and this is up through February the 23'¢ of
2001.

CRYSTAL STUMP: And, again, to the Board,

represent that we’ll get those clarifications with respect to

whet her a corporate and individual entities, spellings and
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addr esses and seek di sbursenent of the sane.
(Benny Wanpl er and Sandra Ri ggs confer.)

BENNY WAMPLER: We’re trying to verify tracts here.

SANDRA RI GGS: In the anended suppl enental order

notifying the bank of the split agreement, it’s a Tract #2,
which is a 0.01 acre tract.

LESLI E K. ARRI NGTON: Ckay.

(Benny Wanpl er and Sandra Ri ggs confer.)
LESLIE K ARRINGITON: I didn’t bring my folders on

t hi s.

BENNY WAMPLER: That’s okay. We were showing Tract

3 on...for P-35 but not for Q35 and both of themare in
her e.

(Benny Wanpl er and Sandra Ri ggs confer.)

CLYDE KING Is this Q 35?

BENNY WAMPLER: That’s how we have it listed, but in

the exhibits, there was an Exhibit EE that showed P-35 that

had a Tract 3 that showed C ayborne or d yborne,

| ncorporated. But in the EE for Q 35, it didn’t list for

Tract...it didn’t have Tract 3. It only had Tract 2.
(Leslie K. Arrington and Crystal Stunp confer.)

CRYSTAL STUWMP: We’ll need to continue that and get

that information all resol ved.
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LESLI E K. ARRI NGTON: We’ll get that corrected.

BENNY WAMPLER: Ckay. All right. That itemwll be

continued until next time. Yeah, there’s a couple other
di screpancies in there, too, about the---.

LESLI E K. ARRI NGTON: On that one?

BENNY WAMPLER: Yeah.

LESLI E K. ARRI NGTON: Okay. I’11 (inaudible).

BENNY WAMPLER: Is everybody following me? We’re

conti nui ng---.

CLYDE KI NG Which one?

BENNY WAMPLER: ---item nunber seven on your docket.

CLYDE KING Okay.

BENNY WAMPLER. Ckay, the next itemis to consider a

petition from Pocahontas Gas Partnership for pooling of a
coal bed net hane unit under the M ddl e Ri dge Coal bed Met hane
Gas Field Oder identified as AV-110. That is docket nunber
VGOB- 01- 03/ 20-0870. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

CRYSTAL STUMP: My name is Crystal Stump. I'm

appeari ng on behal f of Pocahontas Gas Partnership. You al
may recall that this was noticed for the March docket and was

conti nued because of a notice issue. W indicated that we
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needed to add the Ellen Brown heirs. The anended notice and

acconpanyi ng docunents were previously filed with you all and
M. Arrington is now, | believe, passing out a revised well

pl an, Exhibit A That...the first plat said OCakwood | Field

and the revised says Mddle Ridge I Field, or is that all the
exhi bits?

LESLI E K. ARRI NGION: That’s all of them.

CRYSTAL STUMP: I’'m sorry that...what he has just

handed is all of the amended exhibits. So, you’ve got
revisions to Exhibit B-2 where Ellen Brown heirs were added,
Exhibit B-3, Exhibit A and Exhibit E and all of these were
al ready incorporated into the anended Notice of Hearing
previously filed.

BENNY WAMPLER: All right. The record will show

there are no others. You nay proceed.
(Parties conme to the table).

BENNY WAMPLER: Correct the record. |If you

gentlemen will just, for the record, if you’ll state your
name at this time and we’ll call on you---.

TIVIS BROMN: I’'m Tivis Brown. I’'m one of the Ellen

Brown heirs.

EARL BROMN: I'm Earl Brown. I’m one of the Ellen

Brown heirs.
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BENNY WAMPLER: Thank you. You may proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease state your nane?

A Leslie K Arrington.

Q And by whom are you enpl oyed?

A Consol Energy as a gas engi neer.

Q And who is the applicant in this natter?

A Pocahontas Gas. .. Pocahontas Gas Part nership.

Q And is Pocahontas Gas Partnership a Virginia
Ceneral Partnership?

A Yes.

Q And it’s two partners are Consolidation Coal

Conpany and Conoco, | ncorporated?

A Yes, it is.
Q Wth regard to the matter of designated
operator, are you requesting that PGP be designated as...I'm

sorry, Pocahontas Gas Partnership, are you requesting that
t hey be designated the unit operator by the Virginia Gas and
O | Board?

Yes, we are.

Q | s Pocahontas Partnership authorized to do
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busi ness in the Commonweal th of Virginia?

A Yes, it is.

Q Is it registered with the DMVE and have a
bl anket bond on file as required by | aw?

A Yes, it does.

Q Wth respect to the respondents, are the
names of the persons to be pooled listed in the Notice of
Hearing and the amended Notice of Hearing?

A Yes, they are.

Q The addresses of the respondents listed in
the Notice of Hearing, are they set forth in Exhibit B to the
extent that we have...B-3 to the extent that we have their
addr esses?

A Yes, they are.

Q Do you desire to anend this to add any ot her

respondent s?

A No, we do not.

Q Do you wish to dism ss any respondents?

A No.

Q Has Pocahontas Gas Partnership exerci sed due

diligence to identify and | ocate persons having record title
to oil, gas and/or coal, and having identified such persons,

has exercised due diligence in trying to |locate such persons?
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Yes, we have.

Q And have you filed an affidavit of due
di li gence?

A Yes, we have.

Q Was notice mailed via Certified Mail/Return
Recei pt requested as required by Virginia Code Section 45.1-
361.19 on both February the 16'", 2001, and again on March
the 22", 2001?

A Yes, it was.

Q And was the notice mailed to the respondents
listed in the anmended Notice of Hearing for whom we have
addresses as shown on Exhibit B-3?

A Yes, it was.

Q Was certification of notice filed regarding
this application returned by a post office or status unknown
at the tinme of certification of notice was prepared?

A Yes, it was.

Q Was it al so published in the Bluefield Daily
Tel egraph both on February the 21°, 2001, and again on March
the 27'", 2001?

A Yes, it was.
Q Were the certificates of publication filed?
A Yes, it was.
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Q Wul d you refer to revised Exhibit A page
two. Whuld you go through this docunent with the Board that
sets forth the ownership information?

A Yes, | would. It...it shows that
Consol ... Pocahontas Gas Partnership has 100% of the coal,
coal bed nethane interest |eased and 97.278% of the oil and
gas, coal bed methane interest. We’re seeking to pool 2.722%
of the oil and gas interest.

Q And what are the lease terns typically
of fered by the applicant?

A It’s a dollar per acre per year for a
coal bed nethane |l ease with a five year termwith a one-eighth
royalty.

Q And is rental only payable on an annua
basis until the production comrences and thereafter only
royal ty payabl e?

A Yes, it is.

Q Do you recommend the sane to the Board as
the ternms which it should include in its pooling order if
issued with regard to the persons who may be deened to have
been | eased?

A Yes, we do.

Q | would Iike to go through the description
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of the drilling unit. 1Is it a 51 acre frac unit under the
M ddle Ridge | rules?

A Yes, it is.

Q Are you seeking to pool and develop all coa
seans fromthe Jawbone Seamif the Jawbone is bel ow drai nage,

and if not, fromall bel ow drai nage coal seans bel ow t he

Jawbone?

A Yes, we are.

Q How many wells are in the unit?

A One.

Q s the well location within the drilling
wi ndow?

Yes, it is.
Do any of the wells require a | ocation
exception?
No.
Exhibit C sets forth the estinmated well
cost. Are they $207, 508. 887
A Yes, it is.
Q s the permt nunber #4798?
A Yes, it is.
Q And was it drilled on January the 22"

20017?
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A Yes, it was.

Q I notice we don’t have the depth listed. If
you | ook at the cost estimate, can you tell...is it 2,468
feet?

A Yes, it is.

Q s the interest of each respondent shown on

revised Exhibit B-3 in the colum entitled interest in unit?

A Yes, it is.

Q And to calculate the participation cost, do
you nmultiple the percentage tines well costs?

A Yes.

Q | s the sane percentage relevant to royalty?

For exanple, percentage tinmes 12.5 is the royalty share and
the carried interest, if elected.

A Yes, it is.

Q Exhibit E indicates that escrowis required
for both persons who addresses are unknown and for persons
whose clains are in conflict, is that correct?

A It does.

Q In your opinion, is the applicant’s plan of
devel opnent a reasonabl e plan for devel opnent of the coal bed
met hane resource wthin and under the unit for the benefit of

t he owners of said resource?
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Yes, it is.

Q WI1l the proposed well contribute to the
protection of the correlative rights of the owners of the
met hane wi thin and under the unit in question and | essen the
i kelihood of both physical waste and econom c waste?

A Yes, it is.

CRYSTAL STUMP: At this tine, we request that this

be approved.

TIVIS BROMN: I’ve got one thing to say, if I’'d not

be out of order.

BENNY WAMPLER. Restate your...restate your nane, if

you will.

CRYSTAL STUMP: You need to state your nane.

TIVIS BROMWN: Tivis Browmn. On this Mrtle Norton,

they said that they nailed out proper notice to everybody.

Well, she’s deceased and she has two heirs.

BENNY WAMPLER: They show soneone picked up the

notice. | guess it will tell us who if we can find it in
here. I'm not for sure I can read it. But it looks like a
Mtzi Helburn or sonething like that. Is that one of thenf

(No audi bl e response.)

BENNY WAMPLER: Sir, | don’t know if you heard me or

not, but soneone picked...picked up her...the mailing.

46



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

TIVIS BROMN: Well, it doesn’t show us, though, on

the document that we’ve got here today for AV-110.

BENNY WAMPLER: Vel | ---.

TIVIS BROM: I didn’t have a copy of this...I

didn’t go through it and look at it on the original copy
where it was mailed out to us. Let's see, page four as six
still lists as Myrtle Norton Brown as to heir and she’s
deceased and she has two heirs.

LESLI E K. ARRI NGTON: Ckay. W just received a

letter fromthis Mtzi Norton requesting that be changed.

TIVIS BROAWN. On the original part where the Ellen

Brown tract of land, I'm one of the top, what you say
poolers, | guess. It was over one percent. On this here

where they’re wanting to pool AV-110, they’ve got me down as

11%on...| know that, you know, the governnent and the state
w || decide one day who this belongs to, this nethane coal bed
gas. I still contend it’s mine and the company contends it’s

theirs. I see no problem so far with what they’re asking on
that except | think the not...the proper notice needs to be
mai l ed out to all of the heirs where they have the right to
be present.

SANDRA RI GGS: Well, he says that he has received a

letter fromthose heirs requesting the record to be changed.
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So, evidently they picked up the mail that was sent to her
and they acknowledged that they’ve received and they request
the records to be corrected.

LESLI E K. ARRI NGTON: And will do so...we’ll do that

in our supplenental order

SANDRA RI GGS: so, they’re all noticed.

CRYSTAL STUMP: So, they have notice now. They’ve

acknowledged that they have notice because they’ve received
it and communi cated with us to say change...change the nanes
fromhere on out and they...and they will undertake to do

t hat .

TIVIS BROMWN: Where | have one percent and sonething

or another and you estinmate that there was a possibility
...let nme | ook back here on another sheet. R ght here it is.
Through this AV-110, a possibility of 11%...11% m ght go

t hrough that Ellen Brown property |and.

LESLI E K. ARRI NGTON: Ckay, |et ne...okay, you al

are in tw separate tracts of |and.

TIVIS BROAN:  Unh- huh.

LESLI E K. ARRI NGTON: Okay, you’re in one tract that

you own a 100% i n.

TIVIS BROMN: Yeah.

LESLI E K. ARRI NGTON: And you’re in another tract
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that you only own a portion of.

TIVIS BROMAN: Un- huh.

LESLIE K ARRINGTON: This is the tract...and the

reason it’s showing up as .11, for instance, for your

interest is because you’re only a portion of this tract.

TIVIS BROAN: Uh- huh.

LESLIE K ARRINGTON: Now if it was on the true 100%

Ellen Brown tract, you may well have 11%of that tract. But
inthis tract, you only own a portion of the tract and
i nterest.

TIVIS BROMWN: What tract---?

LESLIE K ARRINGTON: This is the Jacob Fuller

tract.

EARL BROMN: That’s Granddaddy's.

TIVIS BROMAN: Unh- huh.

LESLI E K. ARRI NGTON: Ckay.

TIVIS BROM: That don’t refer nothing to the

Harrison tract, right?

LESLIE K. ARRINGTON: |Is that the tract that you own

a 100%

TIVIS BROMN: No. See, he’s the one that’s not

| ocated where the State took the sal e?

LESLIE K. ARRINGION: I’11 have to look. I’11 have
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to | ook to answer your question.

TIVIS BROM: They’ve not got no address. Address

unknown and we don’t---.

LESLI E K. ARRI NGTON: He is.

TI'VIS BROMN: ---know where he’s at.

LESLIE K ARRINGTON: He is. And Harrison is also

inthis tract. Yes, sir. But now, again, you only own a
proportional piece of this tract.

TIVIS BROM: Unh-huh. Right.

LESLI E K. ARRI NGTON: And the other true El |l en Brown

tract, you all own a 100% of that tract.

TIVIS BROMN: I understand. It’s kind of confusing.

| thought this 110 overlapped into the Ellen Brown property.
LESLIE K ARRINGTON: Well, this is...Ellen Brown,

she’s part...she was a portion of this.

TIVIS BROAN:  Unh- huh.

LESLIE K. ARRI NGTON: But on only a small portion.

TIVIS BROM: Onh.

LESLI E ARRI NGTON: Ckay?

TIVIS BROAWN:. Wuld that be the only portion from

the original tract?

LESLI E K. ARRI NGTON: No, sir. No, sir. This is

the Jacob Fuller tract. Now, the Ellen Brown is a different
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tract over here by itself. This is a different one.

TIVIS BROMN: In other words, then we wouldn’t

really have any say on this 1107

LESLI E ARRINGTON: Sir?

TIVIS BROM: We wouldn’t have any say in what---.

LESLI E K. ARRI NGTON: You do have interest in...yes,

sir, you have an interest in there.

CRYSTAL STUWP: You have an interest, but it’s

smal | er.

LESLI E ARRI NGTON: But it’s just smaller than out of

those units that we had tal ked about---.

TIVIS BROMN: Yeah.

LESLI E K ARRI NGTON: ---last nonth. You had a

greater interest in those than you do in these.

BENNY WAMPLER: In other words, if we were

disbursing the money that they’re escrowing today, it would
be this percentage---.

TIVIS BROAN:  Unh- huh.

BENNY WAMPLER: ---that’s reflected here today

woul d be your proportionate share of that unit.

TIVIS BROAN:  Unh- huh.

BENNY WAMPLER: That’s what this...that’s all this

is establishing today is what your proportionate share of
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that unit woul d be.

TIVIS BROAWN: Escrow ng net hane gas?

BENNY WAMPLER: Yes, sir. That’s right, the money

fromthe proceeds.

TIVIS BROM: That’s all this is about today?

BENNY WAMPLER: That’s right.

EARL BROMN: I’'m Earl Brown, Ellen Brown. This just

don’t consist of the property? Just the gas rights is all
it’s today? You know, the 14 acres that---.

LESLI E K. ARRI NGTON: That’s correct.

EARL BROMN: ---you are talking about, we haven’t

been approached about nobody buying that part.

LESLI E K. ARRI NGTON: That’s correct.

EARL BROMWN: No gas |ines or nothing whatsoever.

SANDRA RIGGS: The well is not |ocated on the tract

they have an interest, is that right?

CRYSTAL STUMP: That’s correct.

EARL BROWN: They say...they say they’re going to

put one on that 14 acres in the mddle of this property and
that’s what---.

BENNY WAMPLER: When they do that---.

EARL BROMN: They’11 have to come through us.

BENNY WAMPLER: ---they’1ll have to...you know,
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they’11l have to deal with you. That’s...we’'re not---.

CRYSTAL STUMP: That’s a different unit.

EARL BROWN: They haven’t...they have not contacted

us about buying no property or |easing or nothing.

BENNY WAMPLER: Nothing that we’re doing here today

has anything to do with the surface rights.

EARL BROMN: COkay, just on the gas.

BENNY WAMPLER: Di d you have anything further?

CRYSTAL STUMP: No. We’re finished. Thank you.

BENNY WAMPLER: Typically, | would have you sworn,

but since you were clarifying some things, we didn’t go
t hrough that just so that you know why, you were clarifying
about the individuals who didn’t get notice and different
things like that. |Is there a notion for approval ?

MAX LEWS: | make a notion we approve.

KEN M TCHELL: Second.

BENNY WAMPLER: Moti on and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. Qpposed, say no.

(No audi bl e response.)
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BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Pocahontas Gas Partnership for
pooling of a coal bed nethane unit under the Mddl e R dge
Coal bed Methane Gas Field order identified as AV-116. This
i s docket number VGOB-01-01/16-0855, nunber twelve on the
Board’s agenda.

CLYDE KI NG Nunmber twelve?

BENNY WAMPLER: Yes. We’d ask the parties that wish

to address the Board in this natter to cone forward at this
time.

CRYSTAL STUMP: I’'m Crystal Stump appearing on

behalf of Pocahontas Gas Partnership. I’d like to advise the
Board that we seek a continuance of this matter. We...I've
been advi sed that we have sone notice issues that need to be
resol ved before this can be properly before the Board.

BENNY WAMPLER: Ckay.

CRYSTAL STUMP: And we’d like it to appear on next

month’s docket. Correct?

LESLI E ARRI NGTON:  Uh- huh.

BENNY WAMPLER: All right. That will be conti nued.

(Crystal Stunp confers with the Brown heirs.)

BENNY WAMPLER: Do you all want to take a five
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m nute recess?
(Board confers.)

BENNY WAMPLER: We’re going to...we’ll take five

m nut e recess.
(O f record.)
BENNY WAMPLER: The next itemon the agenda is a

petition from Buchanan Producti on Conpany for pooling of a
coal bed net hane unit under the OCakwood Coal bed Met hane Gas
Field | identified as A-21. This is docket nunber VGOB-01-
04/ 17- 0882. We’d request the parties that wish to address
the Board in this matter to cone forward at this tine.

CLYDE KI NG Wat nunber is it?

SANDRA RI GGS: Thirteen.

BENNY WAMPLER: Nunber thirteen.

CRYSTAL STUWP: On thirteen. Crystal Stunp on

behalf of Buchanan Production Company. I’'m tempted to try to

consolidate, but I think I'd give everybody including Les a

heart attack. So, I won’t try to do that. We’ll try to talk

f ast . How about that?

CLYDE KING Good.

BENNY WAMPLER: Ckay. Well, one thing you can do if

you have...you know, if you have units, is where you go

t hrough the options is you can ask those to be incorporated
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in the record. The election options.

t o docket

QUESTI ONS

CRYSTAL STUWP: Can we do that?

BENNY WAMPLER: Yes.

CRYSTAL STUMP: Ckay.

BENNY WAMPLER: Rat her than repeat those each tine.

CRYSTAL STUMP: Well, then I’'d request with respect

nunber thirteen---.

BENNY WAMPLER: Just do it as you go through---.

CRYSTAL STUMWP: Ckay.

BENNY WAMPLER: ---if you don’t care.

CRYSTAL STUMP: When we get up to them, we’ll---.

BENNY WAMPLER: Yes.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

BY Ms. STUWP

Wul d you pl ease state your nane?
Leslie K Arrington.

And for whom do you work?

Consol Energy as a gas engi neer.

And who is the applicant in this---?

Buchanan Producti on.

o > O » O »

Are they a Virginia Gas Partner...Virginia
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General Partnership?

A Yes, it is.

Q Are their partners Appal achi an Operators,

I nc. and Appal achi an Met hane, Inc., both the corporate
partners of Buchanan Producti on Conpany?

A Yes, it is.

Q | s Buchanan Production Conpany authorized to
do business in Virginia?

A Yes, it is.

Q Wth respect to the matter of a designated
operator, are you requesting that Consol Energy, I|ncorporated
be the designated unit operator by the Virginia Gas and QG |
Boar d?

A Yes, we are.

Q | s Consol Energy, Incorporated, a Del aware
Corporation, authorized to do business in the Commonweal t h of
Virginia?

A Yes, it is.

Q Is it registered wwth the DVMME and does it

have a bl anket bond on file as required by | aw?

A Yes, it does.
Q Has the managenent conmm ttee of Buchanan
Production Conpany del egated to Consol, Inc., the predecessor
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of Consol Energy, Inc., the authority to explore, develop and

mai ntain the properties and assets of Buchanan Production
Conpany as its professional nanager?
Yes, it has.

Q And has Consol, Inc. accepted this
del egation of authority to act as the professional manager
for Buchanan Producti on Conpany?

A Yes, it has.

Q Wth respect to the respondents, have the
names of the persons to be pooled, are they listed in the
Noti ce of Hearing?

A Yes, they are.

Q And are the addresses listed in...of the

respondents listed in the Notice of Hearing?

A Yes, it is.

Q Ckay. And is that set forth on Exhibit B-3?
A Yes, it is.

Q Do you desire to anend the exhibit to add

any ot her respondents?

A No.

Q Do you wish to dism ss any respondents?
A No.

Q Has Buchanan Producti on Conpany exerci sed
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due diligence to identify and | ocate any persons having

record title to oil, gas and/or coal ?
A Yes, we have.
Q And having identified such person, have you

exercised due diligence in trying to | ocate then?

A Yes, we have.

Q And have you filed an affidavit of due
di li gence?

A Yes, we have.

Q Have you nailed notice to all those persons
for whom addresses were avail abl e?

A Yes, we did on...on March the 16'", 2001.

Q And have you published notice in the
Bluefield Daily Tel egraph?

A Yes, we did, on March the 21%, 2001.

Q The certificates and notice and publication,
were they filed with the exhibits tendered today?

A Yes, they were.

Q Wul d you go through the standing of the
applicant as set forth on Exhibit A page two?

A Ckay. We have 100% of the coal |eased under
this unit. And we have 82.887% of the coal, oil and gas,

coalbed methane interest. We’re seeking to pool 17.113% of
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the coal, oil and gas, coal bed nethane interest.

Q And what are the lease terns typically
of fered by the applicant?

A. For a coal bed methane lease, it’s a dollar
per acre per year with a five year paid up termand a one-
eighth royalty.

Q And is the rental only payable on an annual
basis until the production commences and thereafter only

royal ty payabl e?

A That’s correct.

Q Do you recommend the sane to the Board?

A Yes, we do.

Q Have you enter...engaged in efforts to enter

into voluntary agreenents?

A Yes, we have.
Q Can you describe those efforts?
A Yes. We’ve...we’ve diligently worked with

these entities trying to obtain a lease wwth themand to
date, we have fail ed.

Q Is the unit an 80 acre frac well unit under
t he Cakwood | rul es?

A Yes, it is.

Q And do you seek to pool and develop all the
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coal seans below the Tiller under the OGakwood | Field Rules?

A Yes, we do.

Q s the nunber of wells currently drilled or
pr oposed one?

A Yes, it is.

Q And do any...does that well require a
| ocati on exception?

A No, it does not.

Q What is the estimted cost per well set
forth in Exhibit C?

A $191, 240. 14, drilled to a total depth of
1,761.20 feet. It was drilled on Decenber the 3¢ 1999.

Q s the permt nunber 43577?
A Yes, it is.
Q Does Exhibit B-3 set forth the respondents

interest in the unit in gquestion?

A Yes, it does.

Q And is this percentage of relevant to both
royalty to both royalty interest and participation as either
a participant or a carried person?

A Yes, it is.

Q And am | correct that escrow is not

required?
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A It is not.

Q s it your professional opinion that the
applicant’s plan of development is a reasonable plan for
devel opnent of the coal bed net hane resource within and under
the unit for the benefit of the owners of said resource?

A Yes, it is.

Q And will the proposed well contribute to the
protection of the correlative rights of the owners of the
met hane within and under the unit in question and | essen the
I'i kel i hood of both physical waste and econom c waste?

A Yes, it wll.

CRYSTAL STUWP: Does the Board have any questions?

BENNY WAMPLER: Les, you...l knowin the |last itens

where we had Pocahontas Gas Partnership and here we have
Buchanan Production Conpany and the docunents in here and
even your signature is under Consol Energy, Inc. [|s that
all... is Buchanan Production Conpany is under that unbrella?

LESLI E K. ARRI NGTON: Yes, it is.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: The el ection options, do you want to

i ncor porate those?
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CRYSTAL STUWMP: Oh, I’'m sorry. I think I started

that with---.

BENNY WAMPLER: You can i ncorporate themfrom prior

testinony if you want. | just wanted to nake sure you get
themin the record.

CRYSTAL STUMP: I think that I’11 just go through

her e.

Q For the elections options as either a
participant or a carried person, you take the percent of the
unit tinmes the estinmated well costs which then gives you the
participation costs and/or the carried interest nmultiplier,
is that correct?

A That’s correct.

Q And for royalty and incone allocation, the
percentage interest in the unit the royalty interest and is
multiplied tines 12.5%for the total royalty?

A That’s correct.

CRYSTAL STUWP: Did | get it all?

SANDRA RIGGS: (Indicates in the affirmative.)

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval ?
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CLYDE KI NG So npved.

KEN M TCHELL: | second.

BENNY WAMPLER: A notion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(AI'l nmenbers signify yes.)
BENNY WAMPLER: Qpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. We’ll go to item

fourteen. The next on the agenda is a petition from Buchanan
Production Conpany for pooling of a coal bed nethane unit
under the OCakwood Coal bed Methane Gas Field identified as K-
35. This is docket nunber VGOB-01-04/17-0883. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

CRYSTAL STUMP: My name is Crystal Stump and I’'m

here on behal f of Buchanan Production Conpany. |If | can ask
the Board a quick question before | get started. It appears
that the testinony would be simlar here as to the previous
unit. My we incorporate that testinony and just get into
the specifics as far as the cost per well? |Is that what.. .|

think you were indicating that we could incorporate that or
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woul d you prefer that I go through everything?

BENNY WAMPLER: T think you’ll want to establish

.what | was tal king about actually is the options that the
i ndi vi dual may have that we typically will allow you to
i ncorporate in the record.

CRYSTAL STUMP: Okay. Ckay.

BENNY WAMPLER: To do it that way would require..

the way you’re suggesting would require combining the units
and I think you’re better to go through the testimony Jjust in
case.

CRYSTAL STUMP: 1I’d rather be safe than sorry.

BENNY WAMPLER: Ri ght .

CLYDE KING Than sorry.

BENNY WAMPLER: Ri ght .

CLYDE KING Exactly.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease state your nane for the
record?
Leslie K Arrington.
And for whom do you work?
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A Consol Energy, as a gas engi heer.
Q And who is the applicant in this unit?
A Buchanan Producti on Conpany.
Q And are they a Virginia general partnership?
A Yes, it is.
Q And are its partners Appal achi an Operators,
I nc. and Appal achi an Met hane, Inc.?
A Yes, it is.
Q And are both of those entities corporate

partners of Buchanan Producti on Conpany fully owned i ndirect
subsi di ari es of Consol Energy, Inc.?

A Yes, it is.

Q And i s Buchanan Production Conpany
aut hori zed to do business in Virginia?

A Yes, it is.

Q Wth respect to the nmatter of a designated
operator, are you requesting that Consol Energy, |ncorporated
be designated unit operator by the Virginia Gas and Q|
Boar d?

A Yes.

Q And is Consol Energy, Incorporated a
Del aware corporation which is authorized to do business in

t he Commonweal th of Virginia?
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A Yes, it is.

Q And is it also registered with the DMVE, and
does it have a bl anket bond on file as required by | aw?

A Yes, it does.

Q Has t he managenent committee of Buchanan
Producti on Conpany del egated to Consol, Incorporated, which
is the predecessor of Consol Energy, |ncorporated, the
authority to explore, develop and maintain the properties and
assets of Buchanan Production Conpany as its professional
manager ?

Yes, it has.

Q And has Consol, Incorporated accepted this
del egation of authority to act as the professional manager
for Buchanan Producti on Conpany?

A Yes, it has.

Q Wth respect to the respondents on this
unit, are the nanes of the persons to be pooled listed in the
Noti ce of Hearing?

A Yes, they are.

Q And are the addresses of the sane persons
listed in the Notice of Hearing set forth in Exhibit B-3?

A Yes, they are.

Q Do you desire at this tine to anend, to add
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any respondents?

A No, we do not.

Q Do you wish to dism ss any respondents?
A No.

Q Has Buchanan Producti on Conpany exerci sed

due diligence to identify and | ocate all persons having

record title to oil, gas and/or coal ?
A Yes, we have.
Q And having identified such persons, has it

exercised due diligence in trying to | ocate such persons?

A Yes, we have.

Q Have you filed an affidavit of due
di li gence?

A Yes, we have.

Q When was notice mailed to all those persons
for whom addresses were avail abl e?

A March the 16'", 2001.

Q And was notice published in the Bluefield
Dai |y Tel egraph on March the 22" 2001?

A Yes, it was.

Q Were the certificates of notice of
publication filed with the Exhibits you’ve tendered to the

Board today?
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A Yes, it was.

Q Refer to Exhibit A page two, would you go
t hrough the sane with the Board setting forth the standi ng of
t he applicant?

A Yes. Underneath this unit, we have | eased
100% of the coal interest. W have |eased 90.8125 of the
coal bed nethane interest fromthe coal, oil and gas owners.
We’re seeking to pool 9.1875 percent of the coal, oil and gas
i nterest.

Q Wul d you describe to the Board the | ease
ternms typically offered by the applicant?

A Yes. For a coalbed methane lease, it’s a
dol l ar per acre per year with a five year paid up term and
with a one-eighth royalty.

Q And is the rental only payable on an annual
basis until production conmences and thereafter only royalty
payabl e?

That’s correct.
Do you recommend the sane to the Board?

Yes, we do.

o > O »

Have you entered into...nade efforts to
enter into voluntary agreenents?

A. W have.
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Q Coul d you describe those efforts?

A Again, we’ve contacted these same parties
and attenpted to | ease, and...of which these interests were
| eased by Virginia Gas Distribution Conpany.

Q The drilling unit is an 80 acre frac well
unit of the OGakwood | Rul es?

A Yes, it is.

Q And are you seeking to pool and devel op all
coal seans below the Tiller under the Cakwood | Field Rules?

A Yes, we are.

Q And do you seek to...the nunber of wells
currently drilled...proposed is one?

A Yes, it is.

Q And do any wells require a | ocation
exception?

A No, it does not.

Q Pursuant to Exhibit C, can you tell ne the
estimated cost per well?

A Yes. This estimted cost is $187, 682. 78.

It was drilled to a total depth of 1,697.60 feet, drilled in
Septenber the 26 of 2000. Its permt nunber was 4648.
Q Does Exhibit B-3 set forth the respondent’s

interest in the unit in gquestion?
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A Yes, it does.

Q Is the percentage relevant to both royalty
and participation as either a participant or a carried
person?

A Yes, it is.

Q Do you take the percent of the unit tines
the estimated well cost, which then gives you the
participation cost and or the carried interest nmultiplier?

A Yes, it does.

Q For royalty and incone allocation, the
percentage interest in the unit is the royalty interest and
is multiplied tines 12.5 percent of the total royalty, is

that correct?

A Yes.

Q |s escrow required in this unit?

A No, it is not.

Q In your professional opinion, is the

applicant’s plan of devel opnent a reasonabl e plan for
devel opnent of the coal bed net hane resource within and under
the unit for the benefit of the owners of the resource?

A Yes, it is.

Q And will the proposed well contribute to the

protection of the correlative rights of the owers of the
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met hane wi thin and under the unit in question and | essen the
I'i kel i hood of both physical and econom cal waste?
A Yes, it is.

CRYSTAL STUMP: Does the Board have any questions?

BENNY WAMPLER: | was just curious as to these

parties that are already under | ease wth Virginia Gas
Di stribution Conpany, what...how do your efforts to obtain a
| ease fromthemwork in those situations?

LESLIE K ARRINGTON: The sane as it does with. ..

like we’ve been working with ERECS. We have attempted to
contact them and we really haven’t gotten a whole lot of
response. W would like to get a | ot of response because
they do have properties inside our boundaries that we woul d
like to work out with them

CLYDE KING Virginia Gas?

LESLI E K. ARRI NGTON:  Un- huh

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

CRYSTAL STUMP: No.
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BENNY WAMPLER: Do we have a notion?

CLYDE KING So nove.

KEN M TCHELL: Second.

BENNY WAMPLER: Motion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(AI'l nmenbers indicate yes.)

BENNY WAMPLER. QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item

before the Board is item fifteen. It’s a petition from
Buchanan Production Conpany for pooling of a coal bed net hane
unit under the Cakwood Coal bed Methane Gas Field I,
identified as M 36, docket nunber VGOB-01-04/17-0884, and
we’d ask the parties that wish to address the Board in this
matter to cone forward at this tine.

(Leslie Arrington distributes exhibits.)

CRYSTAL STUMP: Crystal Stunp, appearing on behal f

of Buchanan Production Conpany. Les Arrington is wth ne

and passing out sone Exhibits to the Board.

73



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease state your nane for the
record?

A Leslie K  Arrington.

Q And for whom do you work?

A Consol Energy as a gas engi neer.

Q And who is the applicant on this unit?

A Buchanan Producti on Conpany.

Q Are they a Virginia general partnership?

A Yes, they are.

Q Are its partners Appal achi an Qperators,
| ncor porated and Appal achi an Met hane, | ncorporated, both
corporate partners of Buchanan Producti on Conpany, wholly
owned, indirect subsidiaries of Consol Energy, I|ncorporated?
A Yes, they are.
Q And i s Buchanan Production Conpany
aut hori zed to do business in Virginia?
A Yes.
Q Are you requesting that Consol Energy,
| ncor porated be designated unit operator by the Virginia Gas

and G| Board?
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A Yes.

Q | s Consol Energy, Incorporated a Del aware
corporation, authorized to do business in the Comonweal th of
Virginia?

A Yes, it is.

Q And is it also registered with the DMVE, and
has a bl anket bond on file as required by | aw?

A Yes, it does.

Q Has the managenent conmm ttee of Buchanan
Production Conpany del egated to Consol, I|ncorporated, the
predecessor of Consol Energy, Incorporated, the authority to
expl ore, develop and maintain the properties and assets of
Buchanan Production Conpany as its professional nanager, and
has Consol, I ncorporated accepted this del egation of
authority to act as the professional manager for Buchanan
Producti on Conpany?

A Yes, it has.

Q Are the nanmes of the persons to be pool ed
listed in the Notice of Hearing?

A Yes, they are.

Q And are the addresses of said respondents
listed in the Notice of Hearing set forth in Exhibit B-3?

A Yes, they are.
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Q Do you desire at this tine to anend to add

any respondents?

A No.

Q Do you wish to dism ss any respondents?
A No.

Q Has Buchanan Producti on Conpany exerci sed

due diligence to identify and | ocate persons having record

title to oil, gas and/or coal ?
A Yes, we have.
Q Havi ng identified such persons, has Buchanan

Production Conpany exercised due diligence in trying to
| ocate thenf
A Yes, we have.
Q Have you filed an affidavit of due
di li gence?
A Yes, we have.
Q Have you nailed notice to all those persons

f or whom addr esses were avai |l abl e?

A Yes, we did.

Q What was the date of that notice?

A March the 16'", 2001.

Q Have you al so published notice in the

Bluefield Daily Tel egraph on March the 22" 20017
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A Yes, we did.

Q Were the certificates of notice of
publication filed with the exhibits tendered to the Board
t oday?

A Yes, it was.

Q Wbul d you pl ease go through the standi ng of
the applicants set forth on Exhibit A page two?

A Yes. We have underneath this unit 100% of
the coal |eased. W have 99.9985% of the coal, oil and gas,
coalbed methane interest leased. We’re seeking to pool
0. 0015% of the coal, oil and gas, coal bed nethane interest.

Q And what are the lease terns typically
of fered by the applicant?

A For a coalbed methane lease, it’s a dollar
per acre per year with a five year paid up term with a one-
eighth royalty.

Q And is the rental only payable on an annual

basis until production conmences and thereafter only royalty

payabl e?
Yes, it is.
Q Do you recommend these sane terns to the
Boar d?
A Yes, we do.
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Q Have you nade efforts to enter into
vol untary agreenents?

A W have in years past, yes.

Q Is the unit an 80 acre frac well unit under
t he Gakwood | Rul es?

A Yes, it is.

Q And do you seek to pool and develop all coa
seans below the Tiller under the Cakwood | Field Rul es?

A Yes, we do.

Q And the nunber of wells currently drilled or
proposed i s one?

A Yes, it is.

Q And you don’t require any location
exception?

A No.

Q What is the estimted cost per well set
forth on Exhibit C?

A $210,443.99. This well was drilled to a
total depth of 2,321 feet on June the 23'¢ of 2000, and its
permt nunber was 4561

Q Does Exhibit B-3 set forth the respondent’s
interest in the unit in question?

A. Yes, it does.
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Q And is this percentage relevant to both
royalty and participation as either a participant or a
carried person?

A Yes, it does.

Q And does one take the percent of the unit
times the estinmated well cost, which then gives you the
participation cost and/or the carried interest nultiplier?

A Yes, it does.

Q For royalty and incone allocation, is the
percentage interest in the unit is the royalty interest and

is multiplied tines 12.5 percent of the total royalty?

A Yes, it is.

Q s escrow required in this unit?

A No, it is not.

Q In your professional opinion, is the

applicant’s plan of development a reasonable plan for the
devel opnent of the coal bed net hane resource within and under
the unit for the benefit of the owners of said resource?

A Yes, it is.

Q WIl the proposed well contribute to the
protection of the correlative rights of the owners of the
met hane within and under the unit in question and | essen the

I'i kel i hood of both physical and econom cal waste?
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A. Yes, it does.

CRYSTAL STUMP: We have nothing further?

BENNY WAMPLER: All right. Any questions from

menbers of the Board?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion to approve?

KEN M TCHELL: Move for approval

BENNY WAMPLER: |Is there a second?

CLYDE KI NG Second.

BENNY WAMPLER: Motion and second. Any further

di scussi on?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Only one nenber signifies yes.)

BENNY WAMPLER. QOpposed, say no.

(No audi bl e response.)

BENNY WAMPLER: I only have one yes vote. I'm going

to say that again.

(Al nmenbers indicate yes.)

BENNY WAMPLER. Ckay. You have approval.

(Benny Wanpl er and Bob WI son Confer.)
BENNY WAMPLER: Item si xteen is next. The Board

consider a petition from Buchanan Producti on
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Conpany...let nme just go ahead and just read this. The Gas
and G| Board will consider a petition from Buchanan
Producti on Conpany under Section 45.1-361.1 and rel evant Gas
and O| Board orders for conbining drilling unit allowables
wi thin the seal ed gob areas of Beatrice Mne identified as
Unit Nunbers T-16 and R-18. This is docket nunber VGOB-01-
04/ 17- 0885, and we’d ask the parties that wish to address the
Board in this matter to cone forward at this tine.
(Leslie K. Arrington distributes exhibits.)

CRYSTAL STUMP: Crystal Stunp, appearing on behal f

of Buchanan Production Conpany. This is a petition to
conbi ne the all owabl e production for these two units. The
Board order which created the Beatrice Mne seal ed gob area
al l oned the conbination of allowabl es assigned to each
drilling unit so one well could be used to produce multiple
al | owabl es. However, the order required Board perm ssion to
do so. So, this petition requests authority to produce
454mef fromthe T-1629 well attributable to the portion of
unit T-16 that is over the Beatrice Mne and within the
seal ed gob area, and all of the R 18 unit which is entirely
within the sealed gob area. 1In addition, the applicant
requests that the Board prior orders pertaining to T-16 be

nodified to allow for the production of the seal ed gob gas
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ar ea.

BENNY WAMPLER: You want to introduce your---?

CRYSTAL STUMP: | have with ne Les Arrington.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease---7?

A Leslie K Arrington.

Q And by whom are you enpl oyed?

A Consol Energy as a gas engi neer.

Q And have you tendered to the Board today

sonme additional docunents?

A We have. 1It’s the certified mailing and
publication for this application. It was nmailed on March the
16'", 2001, and it was published in the Bluefield Daily
Tel egraph on March the 22" 2001?

BENNY WAMPLER: Did you notice all parties in both

units?

A | noticed the parties that was receiving
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all ocated production fromthe T-16 unit. Now the R 18 unit,
no, I didn’t give them notice until we get that permission.
It’s a voluntary unit, by the way. So, you know, they
wouldn’t get noticed.

Q Are both units voluntary units?

A No, ma’am. Only...the R-18 unit---.

BENNY WAMPLER: R- 18.

A ---and 16 was a pool ed unit.
Q Under the seal ed gob?
A Under...yes, ma’am.

(Board nenbers confer anong thensel ves.)

BENNY WAMPLER: We’re just discussing...just getting

val i dati on here.

CRYSTAL STUMP: I think we’ve got all the affected

parties under T-16 noticed and since it...18---.

SANDRA RI GGS: The Oakwood di ssolved with the seal ed

gob unit was formed, so that the affected unit we’re talking
about now is the Beatrice sealed gob unit, which is the dark
l'ine---.

LESLI E K. ARRI NGTON: That’s correct.

SANDRA RI GGS: ---and above.

LESLI E K. ARRI NGTON: That’s correct.

BENNY WAMPLER: I’m just getting validation that the
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parties that needed to receive notice got---.

LESLI E K. ARRI NGTON: That’s the ones that received

notice, in that portion there.

SANDRA RI GGS: The ones within the Beatrice seal ed

gob unit.
BENNY WAMPLER: And since R-18...is that right?
LESLI E K. ARRI NGTON:  Yes.
BENNY WAMPLER: Since R-18 was a voluntary unit and
since they’re not...they’re combining everything in R-18---.

LESLI E K. ARRI NGTON: That’s correct.

BENNY WAMPLER: They’re saying no notice required?

CRYSTAL STUMP: Correct.

SANDRA RIGGS: |Is R 18 within the sealed gob unit?

LESLI E K. ARRI NGTON: Yes, sir...yes, ma’am.

SANDRA RI GGS: Then there really is no---7?

LESLI E K. ARRI NGTON: And under | ease.

SANDRA RIGGS:  ---R-18?

BENNY WAMPLER: Ri ght .

SANDRA RI GGS: The | argest | ease parties within---7?

BENNY WAMPLER: Ri ght .

SANDRA RIGGS: ---the sealed gob unit---7?

BENNY WAMPLER: Ri ght .

SANDRA RIGGS: ---what was fornerly R-18?
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LESLI E K. ARRI NGTON: Yes...yes.

BENNY WAMPLER: You still...they still have to have

it to get permssion to do this, though, because they had to
conme back to the Board.

SANDRA RI GGS: To conbi ne the all owabl es.

LESLIE K. ARRINGTON: Yeah. Any tinme we go over our

production---.

BENNY WAMPLER: Ri ght .

SANDRA RI GGS: Ri ght.

BENNY WAMPLER: Ri ght .

LESLI E K. ARRI NGTON: ---we have to cone back

BENNY WAMPLER: We’re just talking it through.

LESLI E K. ARRI NGTON: Ckay.

BENNY WAMPLER: It’s not simple.

SANDRA RI GGS: W have had units that have be... have

conbi ned allowables in the past. This is not the first
time---.

BENNY WAMPLER: Ri ght .

SANDRA RI GGS: ---the Board has been asked to

conbi ne al | owabl es.

BENNY WAMPLER: Ri ght .

SANDRA RI GGS: And, in fact, the Beatrice seal ed gob

order---.
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BENNY WAMPLER R ght .

SANDRA RIGGS: ---that pooled the seal ed gob unit

provi ded for conbination---.

BENNY WAMPLER R ght .

SANDRA RIGGS: ---of all owables upon on application

and approval by the Board.

Boar d?

BENNY WAMPLER: Ri ght .

BENNY WAMPLER: Do you have anything further?

LESLI E K. ARRI NGTON: No.

BENNY WAMPLER: Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Does everybody understand what

they’re doing?

approval ?

CLYDE KING | think so

BENNY WAMPLER: All right. |Is there a notion for

KEN M TCHELL: Motion for approval

BENNY WAMPLER: |s there a second?

CLYDE KI NG Second.

BENNY WAMPLER: Second. Any further discussions?

(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.
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(Al nmenbers signify yes.)
BENNY WAMPLER: (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. And the final

item nunber seventeen on your agenda, a petition from
Buchanan Production Conpany for pooling of a coal bed nethane
unit under the Cakwood Coal bed Methane Gas Field | identified
as D022. This is docket nunber VGOB-01-04/17-0886. We’d ask
the parties that wish to address the Board in this matter to
come forward at this tine.

CRYSTAL STUWP: Crystal Stunp, appearing on behal f

of Buchanan Production Conpany. Wth ne is Les Arrington.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. STUWP

Q Wul d you pl ease introduce yoursel f?

A Leslie K Arrington.

Q And by whom are you enpl oyed?

A Consol Energy as a gas engi neer.

Q And who is the applicant on this unit?

A Buchanan Producti on Conpany.

Q And are they a Virginia General Partnership?
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A Yes, they are.

Q And are its partners Appal achi an Qperators,

| ncor porated and Appal achi an Met hane, | ncorporated?

A. Yes, it is.

Q And are both of these corporate partners

whol |y owned indirect subsidiaries of Consol Energy,
| ncor por at ed?

A Yes, it is.

Q | s Buchanan Production Conpany authorized to

do business in Virginia?

A Yes, it is.

Q Are you requesting that Consol Energy,
| ncor porated be designated as the unit operator by the
Virginia Gas and Q| Board?

A Yes, we are.

Q And is Consol Energy, |ncorporated, a
Del awar e Cor poration, authorized to do business in the
Commonweal th of Virginia?

A. Yes, it is.

Q And is it also registered with the DMME and

has a bl anket bond on file as required by | aw?

A. Yes, it does.

Q Has the managenent conmm ttee of Buchanan
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Producti on Conpany del egated to Consol, |ncorporated, which
is the predecessor of Consol Energy, Incorporated, the
authority to explore, develop and maintain the properties and
assets of Buchanan Production Conpany as its professional
manager ?

A Yes, it has.

Q And has Consol, |ncorporated accepted this
del egation of authority to act as the professional manager
for Buchanan Producti on Conpany?

A Yes, it has.

Q Are the nanmes of the persons to be pool ed
listed in the Notice of Hearing?

A Yes, they are.

Q And are the addresses of the respondents
listed in the Notice of Hearing set forth in Exhibit B-3?

A Yes, they are.

Q Do you desire to anend this exhibit to add

any respondents?

A No.
Q Do you wish to dism ss any respondents?
A Yes. I’'ve filed today a revised Exhibit B-3

and Exhibit B-2, which indicates the parties which I’d like

to dismss, and those parties being...just a nonent, let ne
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get there. Ckay, those parties being Christopher E. Wi ght,
Leonard A. Wight, Douglas L. Wight, M chael Bal dwi n and
Car son Brown.

Q And those are the parties for whomyou w sh
to dismss?

A Yes, it is. And the sane parties, coal, oi
and gas.

Q And the sanme parties are both on the coal
oil and gas?

A Yes, it is.

Q Has Buchanan Producti on Conpany exerci sed

due diligence to identify and |locate all persons having

record title to oil, gas and/or coal ?
A Yes, we have.
Q And having identified those persons, have

you exercised due diligence in trying to | ocate such persons?

A Yes, we have.

Q Have you prepared and filed an affidavit of
due diligence?

A Yes, we have.

Q Have you nailed notice to all those persons
for whom addresses were avail abl e?

A. Yes, we did.

90



© 00 N o o b~ w N P

NONNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Q And on what date?

A It was mailed on March the 16'", 2001.

Q And was notice also published in the
Bluefield Daily Tel egraph on March the 2'', 2001?

A Yes, it was.

Q Did you tender today wth the exhibits your
certificates of notice and publication?

A Yes, we have.

Q Wul d you go through the Board the standing
of the applicants set forth on Exhibit A page two?

A Yes, | will. Underneath this unit, we have
coal |eases for 98.875%of the interest. W have | eased
fromthe coal, oil and gas owners 93.3368% of the coal, oi
and gas, coalbed methane interest. We’re seeking to pool
6. 6632% of the coal, oil and gas, coal bed nethane interest.

BENNY WAMPLER: Les?

LESLI E K. ARRI NGTON: Yes, sir.

BENNY WAMPLER: I don’t mean to interrupt you, but

you sai d 98. 875.
LESLIE K. ARRINGTON: O the coal interest.

BENNY WAMPLER: Ckay. But then under coal interest,

woul d you say what...what---7?

LESLI E ARRI NGTON: Okay, that’s correct. That’s
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correct. kay, underneath the unit, we have | eased 98. 875%
of the coal interest; and then we have | eased 93. 3368% of the
coal, oil and gas, coal bed nethane interest.

BENNY WAMPLER:  Ckay.

Q And what are the lease terns typically
of fered by the applicant?

A For a coalbed methane lease, it’s a dollar
per acre per year with a five year paid up term wth a one-
eighth royalty.

Q And is the rental only payable on an annual

basis until production conmences and thereafter only royalty

payabl e?
Yes, it is.
Q Do you recommend those sane terns to the
Boar d?
A Yes, we do.
Q Have you nade efforts to enter into

vol untary agreenents?

A Yes, we have.

Q s the unit an 80 acre frac well unit under
t he Cakwood | Rul es?

A Yes, it is.

Q And do you seek to pool and develop all coa
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seans below the Tiller under the Cakwood | Field Rul es?

A Yes, we do.

Q And the nunber of wells currently drilled or
proposed i s one?

A Yes, it is.

Q And are you requesting any | ocation
exception for the well?

A No.

Q What is the estimted cost per well set
forth on Exhibit C?

A Yes, this well is drilled to...or to an
estimate depth 2,432.80 feet, estinated cost is $205, 074. 04;
and it was drilled on May the 31%" of 2000. The permit
nunber is 4556.

Q Does Exhibit B-3 set forth the respondent’s
interest in the unit in gquestion?

A Yes, it does.

Q And is this percentage relevant to both
royalty interest and participation as either a participant or
a carried person?

A Yes, it does.

Q And do you take the percent of the unit

times the estimated well cost, which then gives you the
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participation cost and/or the carried interest nmultiplier?
A Yes, it does.
Q And for royalty/incone allocation, is the
percentage interest in the unit the royalty interest and it

is multiplied tines 12.5 percent for the total royalty?

A Yes, it is.

Q |s escrowrequired in this case...in this
unit?

A I don’t believe so. No.

Q In your professional opinion, is the

applicant’s plan of development a reasonable plan for the
devel opnent of the coal bed net hane resource within and under
the unit for the benefit of the owners of said resource?

A Yes, it is.

Q And will the proposed well contribute to the
protection of the correlative rights of the owners of the
met hane within and under the unit in question and | essen the
I'i kel i hood of both physical and econom cal waste?

A Yes, it does.

CRYSTAL STUMP: I don’t believe we have anything

further on this unit.

BENNY WAMPLER: Okay, I'm going to take you back to

A ..Exhibit A page two and ask you to go through that one
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nore tine for ne.

LESLI E K. ARRI NGTON: Ckay. GCkay. If you’ll notice

par agraph three, it shows percentage of coal owned or |eased
underneath that unit---.

BENNY WAMPLER: Ckay.

LESLIE K. ARRINGION: ---and it’s 98.875%.

BENNY WAMPLER: Ri ght .

LESLIE K. ARRINGTON: Let ne refer back. Let ne just

do a quick check here.

BENNY WAMPLER: Sur e.

LESLI E K. ARRI NGTON: Yeah, | see your question

because that should 99. That should...we’ll...we’ll revise
t hat paragraph three on the Exhibit A page two. That shoul d
be 99.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval ?

KEN M TCHELL: Motion for approval

BENNY WAMPLER: |Is there a second?

CLYDE KI NG Second.

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers signify yes.)
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1 BENNY WAMPLER Qpposed, say no.

2 (No audi bl e response.)
3 BENNY WAMPLER: You have approval. Thank you. |Is

4 there anything further from nenbers of the Board? The agenda

5 1is clear. That will conclude today’s hearing. Thank you.

6 CRYSTAL STUMP: Thank you. Thank you all for your

7 patience.
8
9
10
11
12
13
14
15
16
17
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20
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcribed by nme personally.

G ven under ny hand and seal on this the 9th day of

May, 2001.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2001.
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